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CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department:

Health Care Policy and Financing

Priority Number:

BRI-1

Change Request Title:

Revised Tobacco Tax FunenGBMS

SELECT ONE (click on box):
[ IDecision Item FY 08-09

X]Base Reduction Item FY 08-09
[ |Supplemental Request FY 07-08

SELECT ONE (click on box):

Supplemental or Budget Request Amendment Criterion:
XINot a Supplemental or Budget Request Amendment
[_]An emergency

[ |Budget Request Amendment FY 08-09 [ ]A technical error which has a substantial effecti@noperation of the program

Short Summary of Reguest

Background and Appropriation History

[ INew data resulting in substantial changes in fupdieeds
[ ]Unforeseen contingency such as a significant warkichange

This Base Reduction Item seeks to refinance $867jn General Fund and $149,195
Cash Funds Exempt from the Children’s Basic HeRldn Trust Fund with Health Care
Expansion Fund money in the Colorado Benefits Mansmt System line. This funding
will be used to pay the processing costs associattd expansion clients served by
Medicaid and the Children’s Basic Health Plan, eesipely, as a result of the passage of
HB 05-1262.

During the elections of 2004, Colorado voters pagsmendment 35 that authorized the
State of Colorado to levy an additional tax on m@f@s and other tobacco products.
Amendment 35 stipulated that the additional reverniected as a result of the tobacco
tax will be used to provide tobacco education paotg, smoking prevention programs,
and additional health care services for Coloragosulation.

In order to utilize revenue generated by the tobdeg, the Colorado Legislature passed
HB 05-1262 during the 2005 legislative session.is Till specified the types of services
and populations that could be funded with the tobatax revenues. Of the programs
created in HB 05-1262, the Department administezPrimary Care Fund and the Health
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Care Expansion Fund directly. The Department ésofunds appropriated to it for other
programs administered by the Department of Humawic&s and the Department of
Public Health and Environment.

The Health Care Expansion Fund provides fundingafaumber of expansion populations
created as a result of HB 05-1262, as follows:

» Expansion of the Children’s Basic Health Plan cagerto include individuals between
186% and 200% of the federal poverty level,

» Coverage for clients enrolled in the Children’s iBddealth Plan above the FY 03-04
enroliment levels,

» Clients eligible for Medicaid due to the removalloé¢ asset test,

* Elimination of the Children’s Extensive Support dkildren’s Home and Community
Based Services waitlists,

* Medical assistance to legal immigrants,

* Expansion to 60% of the federal poverty level fargnts of Medicaid or Children’s
Basic Health Plan eligible clients,

* Presumptive Eligibility for pregnant women.

An additional stipulation of the Health Care ExpansFund money in HB 05-1262 was
that the funds could only be used to serve pojurateligible as a result of expanded
eligibility criteria.

Eligibility for each of these expansion populationsth the exception of the presumptive
eligibility population, is processed through theld@@ado Benefits Management System.
The Colorado Benefits Management System is the eStaintegrated eligibility

determination system that processes eligibility 3 medical and financial assistance
programs administered by the Department or the eeat of Human Services.

Currently, State and federal costs for the Color8agmefits Management System are
allocated to each program through the Colorado féeridanagement System calculator,
with the exception of a small portion of Health €&ixpansion Fund money that receives
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General Description of Reqguest

a 50% federal Medicaid match only. This calculasahe only federally approved method
of allocating costs among the various programsreegive federal match funds.

When the Department projected the impact of HB 621 it requested $125,728 in total
funds for additional mailings required as a resfithe expansion populations, without any
additional funding to pay for operational costsoagsted with eligibility processing.

This is a technical adjustment to the currentrappation as the Department would
realize a General Fund savings of $417,996 thatldvba offset by an increase in the
amount of Cash Funds Exempt requested. In addifi@nrequest refinances $149,195 in
Cash Funds Exempt from the Children’s Basic He&lthn Trust with Health Care
Expansion Fund revenue to pay for processing diligibf expansion clients. There is a
net-zero total funds change to this request.

The Department believes that Health Care ExpanBiomd money is the appropriate
revenue stream to fund the clients eligible for Meai or the Children’s Basic Health

Plan as a result of the expanded eligibility groapesated in HB 05-1262. However, since
FY 05-06, all eligibility processing for expansialients (with the exception of $125,728
for mailings and postage) has being financed thnabhg Colorado Benefits Management
System calculator. The Colorado Benefits ManagérSgstem calculator, unfortunately,

allocates costs among the various Medicaid, ChldrBasic Health Plan, and OIld Age
Pension Fund programs, without any adjustment éav revenue streams since it was first
derived for financing the CBMS development cosbaition, including Health Care

Expansion Fund revenue. Because of this, the Depat believes that there is a
significant amount of State share in operationastofor the Colorado Benefits

Management System that can be refinanced with M€&ate Expansion Fund moneys.

This request only seeks to refinance the allowMselicaid and Children’s Basic Health
Plan expansion client eligibility costs. Because Health Care Expansion Fund does not
provide funding for increased eligibility in thedAge Pension program, this request does
not seek Cash Funds Exempt from the Health CareartSipn Fund to supplant any
portion of the Old Age Pension share of the Color&gnefits Management System’s
operational costs. Additionally, even though thealkth Care Expansion Fund does
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provide funding for the Medicaid Presumptive Elilif§p population, since eligibility for
individuals enrolled in that program is not pro@kghrough the Colorado Benefits
Management System, this population was also exdlérden the refinancing calculation.

24-22-117 (2) (a) (II) (A-H), C.R.S. (2007) autlmes the State to pay for the
aforementioned expansion populations using Headtre &xpansion Fund money. This
request allows the Department to take advantages @hbility to pay for the expansion
populations’ administrative costs with Health Céhgpansion Fund money and realize
General Fund savings at the same time.

Consequences if Not Funded: If this request is not funded, the State would Ib@table to maximize the use of Health
Care Expansion Fund money as an offset to Genamatl And would not make a
consistent policy for using Health Care Expansiomnd= money to support the
administrative costs associated with expansiontslie

Calculations for Request: The following tables show how the Department davetl its calculation of the portion of
expansion fund clients served relative to the Diepamt’s projected caseload.

Summary of General Fund Impact of Budget Reductioritem #1
Total Funds General Cash Funds Federal Funds
Fund Exempt
FY 08-09 Base Request $7,975,468 $3,677,330 $532,547| $3,765,591
FY 08-09 Medicaid Expansion Client Refinancifiglfle 4, $0| ($417,996) $417,996 $0
row q)
Total FY 08-09 Request $7,975,468 $3,259,334 $950,543 $3,765,591
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Table 1: Projected FY 08-09 Expansion Caseload

Medicaid Projected Caseload
Expansion Adults 9,462
Legal Immigrants 3,512
Children's Home and Community Based Services 678
Children's Extensive Support 79
Asset Test Removal Population 35,536
Total FY 08-09 Projected Medicaid Expansion Caskloa 49,267
Children's Basic Health Plan

Medicaf 20,460
Prenatdl 1,377
Total FY 08-09 Projected Children's Basic HealtafPExpansion Caseload 21,837
Total FY 08-09 Projected Expansion Caseload 71,104

1) Caseload amounts taken from the Department’s Nogeh2007 Medical Services Premiums, Exhibits BAnRd -7.
2) Taken from the November 1, 2007 Children’s BasialtfePlan DI — 3, Exhibit C.3.

Table 2: Expansion Population as a Percent of Tot&aseload

Total Caseload

Children's Basic Health Plan Population - Total®#¢09 Caseload 63,978
Medicaid Population - Total FY 08-09 Caseload 383,067
Total Projected FY 08-09 Caseload 447,045
Children's Basic Health Plan Population - FY 08E0®ansion Caseload 21,837
Medicaid Population - FY 08-09 Expansion Caseload 49,267
Total Projected FY 08-09 Expansion Caseload 71,104
Children's Basic Health Plan Population (Equal1B37/447,045) 4.88%
Medicaid Population (Equal to 49,267/447,045) 11.02%
Total Projected Percent Expansion Caseload 15.91%
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Table 3: Allocation of Funding for the Expansion ®pulation
Description Amount
a. FY 08-09 Base Request Funding for CBMS Opersatitom Health Care Policy and Financing Only $8,826
b. Projected Total Caseload (November 1, 2007 Budgguest, Exhibit EB-1, DI-3 Exhibit C.3) 447,045
c. FY 08-09 Projected Medicaid Expansion Caseldam/émber 1, 2007 Budget Request, Exhibit EA-1) 49,267
d. FY 08-09 Projected Medicaid Expansion Caselsaa Bercent of Total Caseload (c / b) 11.G
e. FY 08-09 Base Request that should be allocateziMedicaid Expansion Caseload (a * d) $961,72
f. Health Care Expansion Fund portion (e * 50%) $480,860
g. Federal Funds portion (e * 50%) $480,860
h. FY 08-09 Projected CBHP Expansion Caseload (hbvee 1, 2007 Budget Request, DI-3 - Exhibit C.3) 21,837
i. FY 08-09 Projected CBHP Expansion CaseloadRsraent of Total Caseload (h / b) 4.88%
J. FY 08-09 Base Request that should be allocated CBHP Expansion Caseload (a * i) $426,27
k. Health Care Expansion Fund portion (j * 35%) $149,195
l. Federal Funds portion (j * 65%) $277,076
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Table 4: FY 08-09 Medicaid Ex

ansion Population Ned

Cash Funds Exempt

Health Care Children's

Total General Expansion Basic Health Federal

Funds Fund Fund Plan Funds
m. Need for Medicaid Expansion Clients (e through g
Table 5) $961,720 $0 $480,860 $0| $480,860
n. Base Request Funding for Expansion Clients (asdJ
100% Medicaid) $125,728 $0 $62,864 $0 $62,864
0. Health Care Expansion Funding for Medicaid
Expansion Clients Beyond Base Request Fundingr(m|- $835,992 $0 $417,996 $0| $417,996
p. Offsetting Reduction to Traditional Medicaid &Zit
Funding for this Expansion Population ($835,9p2$417,996) $0 $0| ($417,996)
g. Request for Medicaid Expansion Clients
Refinancing (o + p) $0| ($417,996) $417,996 $0 $0

Table 5: FY 08-09 Children's Basic Health Plan Exansion Population Need
Cash Funds Exempt
Health Care Children's

Total General Expansion Basic Health Federal

Funds Fund Fund Plan Funds
r. Need for CBHP Expansion Clients (j through Table
5) $426,271 $0 $149,195 $0| $277,076
s. Base Request Funding for Expansion Clients fasgu
0% for CBHP) $0 $0 $0 $0 $0
t. Health Care Expansion Funding for CBHP Expansion
Clients Beyond Base Request Funding (r - s) $426|27 $0 $149,195 $0| $277,076
u. Offsetting Reduction to Traditional CBHP Client
Funding for this Expansion Population ($426,2]71) $0 $0 ($149,195) ($277,076)
v. Request for Medicaid Expansion Clients
Refinancing (t + u) $0 $0 $149,195 ($149,195) $0
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Assumptions for Calculations:

Table 1

The Department has used the latest FY 08-09 cakegdoajection of the expansion
populations, except for the asset test removal latipn, as reported in the November 1,
2007 Budget Request, Tobacco Tax Update, Apperatpe 2. For the asset test removal
population, the Department has used the caseldadmation as reported in its tobacco
tax report on this population and adjusted it fece the fact that the Department cannot
obtain asset information on approximately half b tpotential asset test removal
population. The Department must rely on informatmollected from individuals that
apply for Medicaid and a financial assistance pmogthat requires asset information to
project the total asset test removal population.

Table 2

In this table, the Department has reported thel trdaeload for the Children’s Basic

Health Plan and Medicaid programs for FY 08-09 @sented in the November 1, 2007
caseload update. The Department has taken aofdati@ projected expansion population
caseload reported in Table 1 to the total populatisted in Table 2 to calculate the

portion of all Health Care Policy and Financing @ablo Benefits Management System
activity that can be attributed to the Health C&gansion Fund populations. As

reported in the table, roughly 4.88% of all Colard8lenefits Management System costs
can be attributed to the Children’s Basic HealthnRéxpansion clients and 11.02% are
attributable to Medicaid expansion clients.

Table 3

Table 3 provides the detail regarding the Departimeprojection of Health Care
Expansion Fund need. The Department has used¥h@8F09 Base Request for the
Colorado Benefits Management System as shown o8¢hedule 3s, (6) DHS Medicaid
Funded Programs tab, page D.6-6.

The portion of total funding attributable to the dimid expansion population was

calculated by taking the product of the FY 08-090Cado Benefits Management System
base and the ratio of Medicaid expansion caseloddtal caseload as calculated in Table
2. Because Medicaid expenditures receive a 50%rdkdnatch, the total expansion

Medicaid portion is multiplied by 50% to calculdtee State’s portion of costs.
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The portion of Children’s Basic Health Plan TrusinB money that will be replaced with

Health Care Expansion Fund money was calculatechuch the same way that the
Medicaid portion was calculated. However, the @bkih’'s Basic Health Plan receives a
65% match on State expenditures, so the amounhitdrén’s Basic Health Plan Trust

Fund money that could be replaced with Health Gggansion Fund Cash Funds Exempt
is markedly different than it would be for Medicaidsts.

Table 4

In Table 4, the Department has outlined the tymesaanount of funding changes needed
to allocate the proper portion of total Medicaidoamsion client costs to the Colorado
Benefits Management System line. In total, the &&pent has projected that $480,860
in General Fund can be replaced with Health CangaBsion Fund money. However,

because $62,864 in Health Care Expansion Fund muaeplready been appropriated to
the Colorado Benefits Management System line, thpaliment has assumed that this
amount will partially offset the total need. Theaf projected Health Care Expansion
Fund need is $417,996 in Cash Funds Exempt. Pledse to the assumptions and

calculations for Table 3 for further information bow these projections were developed.

Table 5

Table 5 provides the changes that will be necedsacprrect the amount of Health Care
Expansion Fund money that will replace Cash Fund=nipt from the Children’s Basic
Health Plan Trust Fund. Because the amount oftkl&€2dre Expansion Fund money
already appropriated to the Colorado Benefits Manant uses the Medicaid federal
match rate of 50%, the Department has assumedhiag was no Health Care Expansion
Fund money used to credit the State’s portion ald@n’s Basic Health Plan expansion
clients’ administrative expenditures. The Departtries projected a Cash Funds Exempt
need from the Health Care Expansion Fund of $140,1Because the Children’s Basic
Health Plan receives a 65% federal match on experdj reallocating $149,195 in Cash
Funds Exempt requires a reallocation of $426,2Pkase refer to the assumptions and
calculations for Table 3 for further information bow these projections were developed.
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Impact on Other Government Agencies: This request does not affect any other State @ggendecause this request is a net-zero
total funds request for the Department, all furrdsdferred to the Department of Human
Services will remain unchanged in total.

Cost Benefit Analysis

Cost (Total Funds) Benefit

$0 | The Department would be able to realize a Genaratisavings of $417,996 |if
this request is approved. In addition, the Depantmwould reflect the
appropriate funding source for the administratigsts for Health Care Expansion
Fund clients served through the Department's vanmwagrams. This request also
allows the Department to utilize $149,195 in He&@#wre Expansion Fund Cagsh
Funds Exempt in place of the same amount of CimldrBasic Health Plan Cash
Funds Exempt moneys for expansion clients.

Statutory and Federal Authority 24-37.5-101, C.R.S. (2007) Legislatiexldration - findings.(1) The general assembly
hereby finds and declares that: (a) Communicatiord @anformation resources in the
various agencies of state government are valuabigegic assets belonging to the
people of Colorado that must be managed accordjr{glyTechnological and theoretical
advances in the area of communication and inforomatuse are recent in origin,
immense in scope and complexity, and progressimidisg (c) The nature of these
advances presents Colorado with the opportunitgrtivide higher quality, more timely,
and more cost-effective governmental services; Adgncies independently acquire
uncoordinated and duplicative information resourtechnologies that are more
appropriately acquired as part of a coordinatedoefffor maximum cost effectiveness
and use; (e) The sharing of communication and mfdron resource technologies
among agencies is often the most cost-effectiveanaif providing the highest quality
and most timely governmental services that woulteretise be cost prohibitive; (f)
Considerations of both cost and the need for tlamdfer of information among the
various agencies and branches of state governnmettta most timely and useful form
possible require a uniform policy and coordinatgdtem for the use and acquisition of
communication and information resource technolggasd (g) It is the policy of this
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state to coordinate and direct the use of commtuimicaand information resources
technologies by state agencies and to provide as 8s possible the most cost-effective
and useful retrieval and exchange of informatiorthbwithin and among the various
state agencies and branches of government and tlnenstate agencies and branches of
government to the people of Colorado. To that ¢imel office of information technology
is created.

25.5-4-205, C.R.S. (2007) Application - verificatiof eligibility - demonstration project -
rules - repeal(1) (a) Determination of eligibility for medical befits shall be made by
the county department in which the applicant resi@xcept as otherwise specified in this
section. Local social security offices also detemneligibility for medicaid benefits at
the same time they determine eligibility for supmatal security income. The state
department may accept medical assistance applicati@and determine medical
assistance eligibility and may designate the pgvagérvice contractor that administers
the children's basic health plan, Denver health amospitals, a hospital that is
designated as a regional pediatric trauma centsrdafined in section 25-3.5-703 (4) (f),
C.R.S., and other medical assistance sites detedhmecessary by the state department
to accept medical assistance applications, to deitee medical assistance eligibility,
and to determine presumptive eligibility. When skete department determines that it is
necessary to designate an additional medical amstst site, the state department shall
notify the county in which the medical assistante s located that an additional
medical assistance site has been designated. Asgrp&ho is determined to be eligible
pursuant to the requirements of this article andicdeés 5 and 6 of this title shall be
eligible for benefits until such person is deteretirio be ineligible. Upon determination
that any person is ineligible for medical benefitse county department, the state
department, or other entity designated by the sigf@artment shall notify the applicant
in writing of its decision and the reason therefoBeparate determination of eligibility
and formal application for benefits under this alti and articles 5 and 6 of this title for
persons eligible as provided in sections 25.5-5-20# 25.5-5-201 shall be made in
accordance with the rules of the state department.
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Performance Measures: This request is supportive of the following penfiance measure because it seeks to
increase the Department’s budgetary accuracy ataihg expenditures to the Health
Care Expansion Fund for Colorado Benefits Manage@gstem eligibility processing:

* Maintain or reduce the difference between the Diepamt’s spending authority and
actual expenditures for Medicaid services.
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